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At a May 21 hearing before the Senate Banking Committee, Federal Deposit Insurance Corporation
(FDIC) chairman William Seidman reported that since early 1986, some 200 US banks have failed,
result of insufficient earnings, and losses on domestic and foreign loans. The losses, he said, were
concentrated in the agricultural and energy sectors, and in loans made to Third World countries.
A record number of 144 banks declared bankruptcy in 1986, he said, and in the first four and a half
months of 1987, about 70 declared bankruptcy. If the current trends continue, said Seidman, at least
200 bankruptcies can be expected for 1987. Seidman pointed out that the profits of the country's 26
largest banks dropped considerably in the first quarter, and that a major of the reduction was the
Brazilian suspension of interest payments which led to the banks' reclassification of these loans to
non-performing status. He emphasized, however, that the accounting operation does not mean a
real loss, but rather a deferment of earnings, under the supposition that the affected accounts will be
paid in the future. (Basic data from Agence France Presse, 05/21/87)
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